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Synopsi s:

The hearing in this matter was held at 100 West Randol ph Street, Chicago,
Illinois, on January 23, 1996, to determ ne whether or not Cook County Parcels
nunbered 09-15-303-014 and 09-15-303-015 qualified for exenption from rea
estate tax for the 1992 assessnent year.

Ms. Josie Disterhoft, Director of the Children's Day Care Center of
Lut heran General Heal thSystem (hereinafter referred to as the "Applicant"), and
Ms. Beth Lakier, Director of Finance of the Children's Day Care Center of the
applicant, were present and testified on behalf of the applicant.

The issues in this matter include first, whether the applicant was the
owner of these parcels during the 1992 assessnment year. The second issue is
whet her the applicant is a charitable organization. The last issue is whether
the Children's Day Care Center, located in the building on this parcel was being
used for charitable purposes during the 1992 assessnent year. Foll owi ng the

subm ssion of all of the evidence and a review of the record, it is determ ned



that the applicant owned these parcels during the 1992 assessnment year. It is
al so determined that the applicant is a charitable organization. Finally is
determ ned that the applicant used these parcels and the building thereon for

charitabl e purposes during the 1992 assessnent year.

Fi ndi ngs of Fact:

1. The position of the Illinois Departnent of Revenue (hereinafter referred
to as the "Departnment”) in this matter, nanely that Cook County Parcel No. 09-
15-303-015 and the building thereon, except for 19,164 square feet of said
buil ding used as the Children's Day Care Center qualified for exenption for the
1992 assessnent year, was established by the adm ssion in evidence Departnent's
Exhibits 1 through 5.

2. On February 26, 1993, the Cook County Board of Appeals transmtted a
Statenment of Facts in Exenption Application concerning Cook County Parcel No.
09- 15-303-015 for the 1992 assessnent year to the Illinois Departnment of
Revenue. (Dept. Ex. No. 1)

3. At the hearing on parcel No. 09-15-303-015, M. Nolan, the attorney for
the applicant, mde a notion that the Statenment of Facts in Exenption
Application filed in this nmatter, be anmended on its face by the addition of
parcel No. 09-15-303-014, which is a small parcel which nmeasures 1.55 feet by
244,02 feet. Said parcel No. 09-15-303-014 was created after the fact by the
i ndependent action of the Cook County Assessor and is a part of the |egal
description of the property which is at issue in this proceeding. (Tr. pp. 9 &
10) (Dept. Ex. Nos. 1AQ & 1AR)

4. The Admi nistrative Law Judge granted M. Nolan's notion and anended the
Statenment of Facts in Exenption Application, on its face. (Tr. p. 10)

5. On January 20, 1995, the Departnent notified the applicant that it was
exenpting parcel No. 09-15-303-015 and the building thereon except for the
19,164 square feet of said building used by the Children's Day Care Center.

(Dept. Ex. No. 2)



6. On February 7, 1995, the attorney for the applicant requested a fornal
hearing in this matter concerning the denial of the 19,164 square feet of the
buil ding on this parcel occupied by the Children's Day Care Center. (Dept. EX.
No. 3)

7. The hearing held in this matter on January 23, 1996, was held pursuant
to that request.

8. The Articles of Anmendnment to the Articles of Incorporation dated July
29, 1987, restated the purpose clause of the Articles of Incorporation of the

applicant in part, as foll ows:

(a) To pronote, support, develop and encourage the charitable,
educational and scientific purposes of the follow ng organizations:
The Anerican Lutheran Church, and its successor organization
Evangelical Lutheran Church in Anerica, and any other organization
formally affiliated with the Corporation or either of the foregoing
organi zations if exenpt from federal taxation under Section 501(c)(3)
of the Internal Revenue Code of 1986, as anended,.... (Dept. Ex. No.

1Y)

9. A predecessor of the applicant acquired this parcel by a quit claimdeed
dat ed Septenber 26, 1984. (Dept. Ex. No. 1P)

10. Since the Departnment exenpted parcel No. 09-15-303-015 and the buil ding
thereon, except for the portion of the building occupied by the Children's Day
Care Center, it is obvious that the Departnment has determ ned that the applicant
is a charitable organization and that it owned this parcel during the 1992
assessnent year. The primary issue in this case then is whether the Children's
Day Care Center, operated by the applicant, used the area of the building which
it occupied for charitable purposes during the 1992 assessnent year.

11. The director of the Children's Day Care Center testified that the
m ssion of the center during 1992 was generally to create, develop and operate
children's day care programs for the community and for the enployees of the
applicant. (Tr. p. 25)

12. Children's Day Care Center started in 1983. At that tine, the needs of
the enployees of the applicant included the need for flexible scheduling, the

need for drop-in care, and the need for expanded hours. (Tr. p. 39)
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13. Concerning the needs of the community, the primary need was for quality
day care. (Tr. p. 39)

14. The Children's Day Care Center has substantially higher qualifications
for all of its staff positions than is required by the Illinois Department of
Children and Family Services, which |licenses Children's Day Care Center. (Tr.
pp. 29-31)

15. The Children's Day Care Center, also during 1992, provided day care and
educational activities for <children with special needs. This would have
i ncl uded infants who are on an apnea nonitor, children with cerebral palsy and
al so children with severe | anguage difficulties. (Tr. p. 32)

16. The Children's Day Care Center provides child care for infants
beginning at 6 weeks of age and concludes wth an all day accredited
ki ndergarten. (Tr. p. 33)

17. During 1992, the Children's Day Care Center was open from6:00 A M to
9:00 P. M five days a week. (Tr. p. 36) At that tine the enployees of the
applicant also required flexible scheduling and drop in care, both of which were
provided by the Children's Day Care Center. (Tr. p. 39)

18. Because the applicant's senior day care is also located in this
building, the Children's Day Care Center is able to have intergenerational
activities with the seniors, which are believed to be helpful to both groups.
(Tr. pp. 36 & 37)

19. During 1992, there were 260 children enrolled in the Children's Day
Care Center. (Tr. p. 44) That total nunber included 182 children of the
enpl oyees of the applicant and 78 children of nenbers of the community. (Tr. p.
45)

20. During 1992, the tuition for the children of the enployees of the
applicant was lower than the tuition for the children of the nmenbers of the
comunity. The applicant considers this lower tuition for the children of its

enpl oyees to be subsidized by the applicant. (Tr. pp. 48 & 49)



21. Children's Day Care Center both reduces and waives fees in cases of
need both for the children of the enployees of the applicant and for children of
menmbers of the community. (Tr. pp. 50-52) During 1992, Children's Day Care
Center waived tuition totaling nore than $13,000.00 for 15 famli es. (Tr. p.
53)

22. During 1992 the Children's Day Care Center operated at a net |oss of
over $160, 000. 00. These funds were made up by the applicant from its general
fund sources, which included public and private charity. (Tr. pp. 55 & 56)

23. Children's Day Care Center, since it attenpts to accommmdate all that
it can within its |licensed capacity, and since it provides flexible scheduling,
eveni ng care and energency drop in care, both to the enpl oyees of applicant and
the nmenbers of the comunity, provides the benefits of its services to an
i ndefinite nunber of persons. (Tr. p. 59)

24. Neither the Children's Day Care Center nor the applicant has any
capital, capital stock or shareholders and no one benefits fromthe enterprise.

(Tr. pp. 59 & 60)

Concl usi ons of Law

Article I X, Section 6, of the Illinois Constitution of 1970, provides in

part as follows:

The General Assenbly by law may exenpt from taxation only the
property of the State, wunits of |ocal governnment and schoo
districts and property used exclusively for agricultural and
horticultural societies, and for school, religious, cenetery and
charitabl e purposes.

IIlinois Revised Statutes, Chapter 120, Paragraph 500.7 exenpts certain

property fromtaxation, in part as follows:

All property of institutions of public charity, all property of
beneficent and charitabl e organi zati ons, whether incorporated in this
or any other state of the United States,...when such property is
actually and exclusively used for such charitable or Dbeneficent
pur poses, and not |eased or otherw se used with a viewto profit;....

It is well settled in Illinois, that when a statute purports to grant an

exenption from taxation, the fundamental rule of construction is that a tax
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exenption provision is to be construed strictly against the one who asserts the

cl aim of exenption. International College of Surgeons v. Brenza, 8 IIl.2d 141
(1956). \Whenever doubt arises, it is to be resolved against exenption, and in
favor of taxation. People ex rel. Goodman v. University of Illinois Foundation,
388 II1. 363 (1944). Finally, in ascertaining whether or not a property is

statutorily tax exenpt, the burden of establishing the right to the exenption is

on the one who clains the exenption. McMirray College v. Wight, 38 IIl.2d 272

(1967).

In the case of Methodist AOd Peoples Honme v. Korzen, 39 Il1.2d 149 (1968),

the Illinois Suprenme Court laid down six guidelines to be used in determning
whet her or not an organization is charitable. Those six guidelines read as
follows: (1) the benefits derived are for an indefinite nunber of persons; (2)
the organi zation has no capital, capital stock, or shareholders, and does not
profit fromthe enterprise; (3) funds are derived mainly from private and public
charity, and are held in trust for the objects and purposes expressed in its
charter; (4) charity is dispensed to all who need and apply for it; (5) no
obstacles are placed in the way of those seeking the benefits; and (6) the
primary use of the property is for charitable purposes. In view of the fact
that the applicant waives or reduces tuition fees in cases of need, | conclude
that the benefits derived were available to an indefinite nunber of persons,
charity was dispensed to all who needed and applied for it, and that no
obstacles were placed in the way of those seeking the benefits. I  have
previously found that the applicant has no capital, ~capital stock or
sharehol ders, and does not profit from the enterprise. In view of the
Children's Day Care Center's net loss for 1992, | conclude that the applicant
was required to pay those funds out of the general income of the applicant,
whi ch included both public and private charity. Consequently, | conclude that
the funds to operate Children's Day Care Center were derived fromtuition fees
and public and private charity, which was held in trust for the objects and

purposes expressed in the charter. The primary use of the area occupied by
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Children's Day Care Center in the building on the parcels here in issue, during
1992, was, | conclude, for charitable purposes.

| therefore recommend the Cook County Parcels Nunbered 09-15-303-014 and
09- 15-303-015 and the building thereon be exenpt from real estate tax for the
1992 assessnent year.

Respectful ly Subm tted,

George H. Naf zi ger
Adm ni strative Law Judge
Sept ember 13, 1996



